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SUBJECT: FRENCH FINANCIAL AND ECONOMIC DEVELOPMENTS 
REF: PARIS 27107, OCTOBER 17, 1975 

1. SUMMARY. GOF HAS RESUMED ITS CAMPAIGN AGAINST 
PRICE INFLATION, CONFIRMING EARLIER IMPRESSIONS THAT 
IT HAD NOT FULLY ABANDONED ITS RESTRICTIVE ECONOMIC 
POLICIES IN ORDER TO ARREST DOWNTURN OF FRENCH ECONOMY. 
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SEPTEMBER PRICE FIGURES SHOW CAUSE FOR OFFICIAL CONCERN: 
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0.8 PERCENT MONTHLY INCREASE REPRESENTS NEW BOOST IN 
OVERALL TEMPO OF INFLATION AFTER 9 MONTHS OF GENERAL 
DECELERATION. OUTLOOK AMONG FRENCH BUSINESSMEN. HOWEVER. 
HAS BEGUN TO IMPROVE MARKEDLY. WITH INDICATIONS THAT 
DECLINE IN INDUSTRIAL OUTPUT HAS "BOTTOMED-OUT" AT 
LONG LAST. END SUMMARY. 

2. CONFIDENT OF RECOVERY, GOF RESUMES ATTACK ON INFLA- 
TION - 

ALTHOUGH FRANCE'S ECONOMY HAS YET TO SHOW SIGNS OF 
GENUINE EXPANSION, GOF APPEARS TO BELIEVE IT HAS DONE 
ENOUGH TO ARREST CURRENT RECESSION - AND IN FACT TO 
HAVE LOST NONE OF ITS LONG-STANDING PREOCCUPATION WITH 
PRICE INFLATION. DESPITE MOUNTING COMPLAINTS THAT 
GOF'S ECONOMIC-SUPPORT PROGRAM IS NOT SUFFICIENTLY 
EXPANSIONARY (REFTEL), PRESIDENT GISCARD D’ESTAING TOLD 
COUNCIL OF MINISTERS OCTOBER 29 THAT INITIAL EFFECTS 
OF PROGRAM WERE ALREADY BEING FELT IN BUSINESS AND 
INDUSTRY. (PRIME MINISTER CHIRAC WENT SO FAR AS TO 
SAY THAT FRANCE WOULD BE FIRST TO EMERGE FROM CURRENT 
RECESSION IN INDUSTRIALIZED WORLD.) AS NOTED PARA. 4 
BELOW, SUCH OFFICIAL OPTIMISM IS BEING TAKEN UP BY MANY 
BUSINESSMEN AS WELL. 

WITH GOVERNMENT AND AT LEAST PART OF PRIVATE 
SECTOR THUS UNDER IMPRESSION THAT WORST OF RECESSION 
IS BEHIND THEM, PRICE INFLATION HAS RETURNED TO ITS 
CUSTOMARY PLACE AT HEAD OF OFFICIAL ECONOMIC WORRIES. 
ANTICIPATING ANNOUNCEMENT OF SEPTEMBER PRICE FIGURES 
(PARA. 3), FINANCE MINISTER FOURCADE SAID OCTOBER 21 
THAT A "RETURN TO SHARP INCREASES" WAS IMMINENT AND 
THAT GOF’S TOP PRIORITY IN COMING YEAR WOULD BE 
CURBING PRICES AND WAGES. HE SAID GOF WOULD IMPOSE 
"SEVERE BUT NECESSARY" LIMITATIONS ON WHOLESALE AND 
RETAIL PROFIT MARGINS ON DOMESTIC AS WELL AS IMPORTED 
GOODS; PRICES FOR SERVICES WILL ALSO COME UNDER SCRUTINY. 
FOURCADE SAID THE PRINCIPAL FACTOR UNDERLYING FRANCE’S 
INFLATION WAS ACCUMULATION OF WAGE DEMANDS "THAT 
OUR ECONOMY IS INCAPABLE OF SATISFYING," NOTING THAT 
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SECOND-QUARTER WAGE INCREASES AMOUNTED TO 20 PERCENT 
(ANNUAL RATE) AT A TIME WHEN PRICE INFLATION WAS 
DECELERATING. FOURCADE MADE NO DIRECT PROPOSALS FOR 
WAGE CONTROLS AS SUCH - AN AREA THAT FRENCH GOVERN- 
MENTS HAVE TRADITIONALLY BEEN RELUCTANT TO ENTER. 

EXISTING SYSTEM OF OFFICIAL CONTROLS ON INDUSTRIAL 
PRICES WAS RECENTLY EXTENDED ON LIMITED BASIS FOR ANOTHER 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 




Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



SIX MONTHS (SEE PARIS 25720). PROSPECT OF STRINGENT 
CONTROLS ON PROFIT MARGINS HAS PROMPTED SHARP 
COMPLAINTS FROM RETAILERS AND PARIS CHAMBER OF COMMERCE 
SINCE FOURCADE'S OCTOBER 21 SPEECH 

3. PRICE INFLATION ACCELERATES ANEW - 

CONSUMER PRICES ROSE BY 0.8 PERCENT IN SEPTEMBER, 

ENDING A FOUR-MONTH "BREATHING SPELL" DURING WHICH 
MONTHLY INCREASES (OF 0.7 PERCENT) WERE AT THEIR LOWEST 
SINCE 1973. INSEE (NATIONAL STATISTICS INSTITUTE) 
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CONSUMER PRICE INDEX SET AT 155.1 FOR SEPTEMBER, UP 
FROM 153.8 IN AUGUST AND 140.1 IN SEPTEMBER 1974. 

YEAR-OVER- YEAR PRICE INFLATION THUS AMOUNTED TO 10.7 PER- 
CENT (A FIGURE WHICH CONTINUES TO COME DOWN FROM LAST 
DECEMBER'S HIGH POINT OF 15.2 PERCENT). BUT IN TERMS 
OF CHANGE OVER THREE MONTHS, COMPOUNDED AT ANNUAL 
RATES, SEPTEMBER INDEX BROUGHT THIRD-QUARTER INCREASE 
TO 9.0 PERCENT AFTER HAVING REACHED 8.5 PERCENT 
FOR THREE MONTHS ENDING IN AUGUST. 
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RETAIL PRICE INFLATION 
QUARTERLY CHANGES IN CONSUMER PRICE 
INDICES; IN PERCENT AT ANNUAL RATES 

74-IV 75-1 75-11 75-III 

MANUFACTURES 12.5 10.7 6.6 5.9 

FOOD 11.8 10.3 11.7 11.1 

SERVICES 12.3 11.1 11.3 13.3 

OVERALL 12.0 10.8 9.4 9.0 

WHOLESALE FOOD PRICES INCREASED 0.8 PERCENT FROM 
AUGUST TO SEPTEMBER, WHILE THOSE FOR MANUFACTURED 
GOODS DECLINED 0.2 PERCENT. 

AS HAS BEEN THE CASE FOR MOST OF THIS YEAR, SEPTEM- 
BER INCREAS IN RETAIL PRICES FOR FOOD AND SERVICES 
(1.1 PERCENT EACH) EXCEEDED THOSE FOR MANUFACTURES 
(0.6 PERCENT). IN FACT, RETAIL PRICES FOR MANUFAC- 
TURED GOODS HAVE REGISTERED PROGRESSIVELY SMALLER 
INCREASES OVER PAST YEAR WHILE THOSE FOR FOOD HAVE NOT 
APPRECIABLY SLOWED AND THOSE FOR SERVICES HAVE ACCELER- 
ATED EVEN FURTHER. AS REPORTED PREVIOUSLY, UNDERLYING 
FACTORS (E.G., OVERALL DECLINE IN WORLD PRICES FOR 
INDUSTRIAL RAW-MATERIALS, BOOSTED BY APPRECIATION 
OF FRENCH FRANC) HAVE PROBABLY NOW CEASED TO EXERT 
MODERATING INFLUENCE ON PRICES FOR MANUFACTURES. LIKELY 
INCREASE IN INDUSTRIAL UNIT COSTS ASSOCIATED WITH 
YEAR-LONG DECLINE IN OUTPUT, TOGETHER WITH RESUMED 
GROWTH OF REAL PRIVATE CONSUMPTION (AND EVENTUALLY 
DEMAND PRESSURES), SHOULD CONTRIBUTE TO GREATER PRICE 
INCREASES OVER THE NEAR TERM. 

4. BUSINESS CLIMATE TAKES TURN FOR THE BETTER - 
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SURVEY OF BUSINESS OPINION CONDUCTED IN OCTOBER 
BY INSEE CONFIRMED GENERALLY OPTIMISTIC TREND OUTLINED 
EARLIER BY PATRONAT SURVEY (REFTEL). INDUSTRIALISTS 
REPORTEDLY MORE CONFIDENT ABOUT PROSPECTS FOR THEIR 
OWN BUSINESSES, AND FOR FRENCH INDUSTRY OVERALL, THAN 
THEY HAVE BEEN IN A YEAR. JUDGING FROM RESPONSES, 
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INSEE CONCLUDES THAT DECLINE IN INDUSTRIAL PRODUCTION 
HAS CEASED AND IN FACT MAY HAVE REGISTERED AN INCREASE 
IN SEPTEMBER. THIS COULD BE ATTRIBUTED TO RECENT 
GAINS IN INTERMEDIATE-GOODS SECTOR AND AUTO INDUSTRY 
(SEE BELOW), COMPENSATING FOR CONTINUED DECLINE IN 
OTHER SECTORS. 

DESPITE REPORTED TURNAROUND IN GENERAL BUSINESS 
CLIMATE, SOME ELEMENTS IN LATEST INSEE SURVEY GIVE 
ONE PAUSE. UNFILLED ORDERS REMAIN AT LOW LEVELS, 

WHILE FINISHED INVENTORIES ARE STILL HIGHER THAN NORMAL. 
THUS. ACCORDING TO INSEE, OPTIMISM EXPRESSED BY BUSI- 
NESSMEN MUST REFLECT HOPES FOR AN UPTURN IN DEMAND - 
ALTHOUGH AT PRESENT DELIVERIES REPORTED TO BE IN BALANCE 
WITH OVERALL DEMAND. FOREIGN DEMAND IN PARTICULAR 
REMAINS SLUGGISH. IN ANY EVENT, GOF'S RECENT EFFORTS 
TO BOOST BUSINESS CONFIDENCE ARE APPARENTLY BEGINNING 
TO HAVE AN EFFECT; SOME ANALYSTS QUESTION, HOWEVER, 
WHETHER "PURELY PSYCHOLOGICAL" MOTIVATIONS CAN SUFFICE 
FOR LONG WITHOUT A GENUINE REVIVAL OF DOMESTIC DEMAND. 
GIVEN PRESENT RECORD LEVELS OF IDLE CAPACITY IN FRENCH 
INDUSTRY, VOLUME OF OUTPUT COULD BE ADAPTED FAIRLY 
QUICKLY TO FLOW OF NEW ORDERS. 

WITH RESPECT TO PRICES, RESPONDENTS TO LATEST 
INSEE SURVEY EXPECTED "MODERATE" INCREASES AT THE 
PRODUCER LEVEL FOR COMING MONTHS. THIS CONTRASTS 
WITH EXPECTATION OF SHARP PRICE INCREASES IN RETAIL 
SECTOR, AS REPORTED REFTEL. 

5. BUSINESS FAILURES CONTINUE TO MOUNT - 
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INSEE FIGURES ON THE NUMBER OF BUSINESS FAILURES 
DURING FIRST NINE MONTHS OF 1975 SHOW AN INCREASE OF 
NEARLY 25 PERCENT OVER THE SAME PERIOD LAST YEAR. 
TRANSPORT SECTOR REGISTERED 46 PERCENT INCREASE IN 
FAILURES; FOR INDUSTRY IN GENERAL INCREASE WAS 42 PER- 
CENT. AND 40 PERCENT IN BUILDING PUBLIC WORKS SECTOR. 

6. AUTO REGISTRATIONS UP IN SEPTEMBER 
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NEW AUTO REGISTRATIONS TOTALED 1 13,463 IN SEPTEM- 
BER ACCORDING TO INDUSTRY FIGURES. FOR AN INCREASE OF 
5.6 PERCENT OVER SEPTEMBER 1974; REGISTRATIONS OF COM- 
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MERCIAL VEHICLES WERE DOWN BY 13 PERCENT. TOTAL NEW 
AUTO REGISTRATIONS FOR THE FIRST 3 QUARTERS OF 1975 
WERE DOWN BY 10 PERCENT AND 19 PERCENT, RESPECTIVELY, 
FROM CORRESPONDING PERIODS IN 1974 AND 1973. OUTPUT 
OF PRIVATE CARS WAS DOWN BY 9.7 PERCENT OVER THE 
SAME PERIOD IN 1974. WHILE THAT OF COMMERCIAL VECHILES 
DECLINED BY 32 PERCENT. 

7. MONEY SUPPLY RISING AT 18.5 PERCENT ANNUAL RATE - 

FRENCH MONEY SUPPLY. BROADLY DEFINED (M2), DECLINED 
0.1 PERCENT IN AUGUST TO 700.7 BILLION FRANCS. CURRENCY 
AND DEMAND DEPOSITS (Ml) DROPPED 1.8 PERCENT TO FF 373.9 
BILLION AT MONTH'S END, WHILE NEAR-MONIES INCREASED 
1.9 PERCENT TO FF 326.8 BILLION. ON SEASONALLY-ADJUSTED 
BASIS, M2 EXPANDED 1.6 PERCENT IN AUGUST TO 
FF 702.1 BILLION. OVER PRECEDING THREE MONTHS M 2 
HAD INCREASED AT SEASONALLY ADJUSTED ANNUAL RATE OF 
18.5 PERCENT, MATCHING THAT RECORDED FOR CALENDAR YEAR 
1974. 

UNADJUSTED DATA ON COMPOSITION OF MONEY SUPPLY 
BY SOURCE SHOWED NET FOREIGN EXCHANGE RESERVES AT 
FF 42.2 BILLION UP 3 PERCENT FROM JULY); CLAIMS ON 
PUBLIC SECTOR AT FF 90.1 BILLION (UP 5 PERCENT); AND 
CREDITS TO THE ECONOMY PRACTICALLY UNCHANGED AT 
FF 597.3 BILLION. 

8. OTHER REPORTS SUBMITTED DURING THE PERIOD - 
TELEGRAMS 

27508 FINMIN FOURCADE STATEMENTS 10/23/75 

28011 OPPOSITION LEADER MITTERRAND 
OPPOSES FLOAT 10/29/75 

28193 DETAILS OF GISC ARD 
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COMMENTS ON INTERNATIONAL 
MONETARY REFORM 10/30/75 

28389 AGREEMENT ON INTERNATIONAL 
MONETARY REFORM 10/31/75 

AIRGRAMS: 

A-455 FRENCH FOREIGN EXCHANGE 
HOLDINGS 10/24/75 
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